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26 CFR Parts 1 and 602

[ TD 9206]

RI' N 1545- BE12

I nfformati on Returns by Donees Relating to Qualified Intellectual
Property Contributions

AGENCY: Internal Revenue Service (IRS), Treasury.

ACTI ON:  Tenporary regul ati ons.

SUMVARY: Thi s docunent contains tenporary regul ations that
provi de guidance for the filing of information returns by donees
relating to qualified intell ectual property contributions.
These tenporary regul ations affect donees receiving net incone
fromqualified intellectual property contributions nmade after
June 3, 2004. The text of these tenporary regulations al so
serves as the text of the proposed regulations set forth in the
notice of proposed rul emaking on this subject in the Proposed
Rul es section in this issue of the Federal Register.

DATES: Effective date: These regul ations are effective May 23,

2005.
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FOR FURTHER | NFORVATI ON CONTACT: Donnell M Rini-Swers, (202)
622- 4910 (not a toll-free nunber).

SUPPLEMENTARY | NFORMATI ON:

Paper wor k Reducti on Act

These tenporary regul ations are being i ssued w thout prior
notice and public procedure pursuant to the Adm nistrative
Procedure Act (5 U S.C. 553). For this reason, the collection of
information contained in these regul ati ons has been revi ewed
and, pending recei pt and eval uati on of public coments, approved
by the Ofice of Managenent and Budget under control nunber
1545-1932. Responses to this collection of information are
required to obtain a tax benefit.

An agency may not conduct or sponsor, and a person is not
required to respond to, a collection of information unless the
collection of information displays a valid OVB control nunber.
For further information concerning this collection of
information, and where to submt comments on the collection of
informati on and the accuracy of the estinated burden, and
suggestions for reducing this burden, please refer to the
preanble to the cross referencing notice of proposed rul enmaking
published in the Proposed Rules section of this issue of the
Federal Register.

Books or records relating to a collection of information

must be retained as long as their contents may becone materia
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in the adm nistration of any internal revenue |aw. Cenerally,
tax returns and return information are confidential, as required
by 26 U.S.C. 6103.

Expl anati on of Provisions

Thi s docunent contains tenporary |Incone Tax Regul ations
under the American Jobs Creation Act of 2004 (Public Law 108-
357, 118 Stat. 1418) (the Act). They are necessary to inplenent
section 882 of the Act, which directs that regul ati ons be issued
regarding information returns by donees relating to qualified
intellectual property contributions nmade after June 3, 2004.

The Act provides rules that under specified conditions
enabl e taxpayers who donate qualified intellectual property to
recei ve additional charitable contribution deductions if and
when their donated property produces net incone for the donee
(qualified donee incone). Section 170(m(2), (8), (9). Under
the Act, a taxpayer who contributes a “patent, copyright (other
than a copyright described in section 1221(a)(3) or
1231(b)(1)(CO)), trademark, trade nane, trade secret, know how,
software (other than software described in section
197(e)(3) (A (i)), or simlar property, or applications or
regi strations of such property,” to a donee described in section
170(c) (other than to a private foundation referred to in
section 170(e)(1)(B)(ii)) may be allowed an initial charitable

contribution deduction limted to the | esser of the taxpayer’s
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basis or the fair market value of the qualified intellectual
property. 1In addition, the taxpayer may be permtted to deduct
certain additional anbunts in the year of contribution or in
subsequent taxable years based on a specified percentage of the
qualified donee incone received by the donee with respect to the
qualified intellectual property.

Section 882(c)(1) of the Act anended section 6050L to
requi re donees to nmake an annual information return that reports
the qualified donee inconme for the taxable year and ot her
specified information relating to qualified intellectual
property contributions. The Service expects to issue a new Form
8899 on which donees will report qualified donee incone.

Under section 170(m (8)(B), a donor nust notify the donee
of the donor’s intent to treat a charitable contribution as a
qualified intellectual property contribution under sections
170(m and 6050L. For rules relating to donor notification see
section 170(m (8)(B) and Notice 2005-41, 2005-23, |I.R B. 1203,
i ssued thereunder. Unless tinely notice is provided, the donor
has not made a qualified intellectual property contribution, and
t he donee has no reporting obligation under section 6050L or
t hese regul ati ons.

The donee is not required to make an information return if
the qualified intellectual property produced no net incone for

t he donee’ s taxable year. Under section 170(m (5) and (m(6),
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i ncome received or accrued during the donee’s taxable year is
not treated as allocated to qualified intellectual property if
such incone is received or accrued after the 10-year period
begi nning on the date of the contribution or after the
expiration of the legal life of the qualified intellectua
property. Thus, the donee is not required to make a return with
regard to a qualified intellectual property contribution for

t axabl e years beginning after the expiration of the legal life
of such qualified intellectual property. Additionally, section
6050L(b) requires a return only for specified taxable years of

t he donee, which years are defined in section 6050L(b)(2)(B) as
any taxabl e year any portion of which is part of the 10-year
peri od beginning on the date of contribution of the qualified
intellectual property. Therefore, the donee is not required to
make a return for taxable years beginning nore than 10 years
after the date of the qualified intellectual property

contri bution.

Under these regul ations, the donee generally is required to
file an information return (with a copy of such return to the
donor) on or before the last day of the first full nonth
following the close of the donee's taxable year. See section
7701(a)(23) for the definition of taxable year. Transition
rules are provided to take into account these filing

requi rements before a formis prescribed by the Internal Revenue
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Service and for donees’ taxable years ending prior to or on the
date of issuance of these regul ations.
Speci al Anal yses

It has been determined that these tenporary regul ations are
not a significant regulatory action as defined in Executive
Order 12866. Therefore, a regulatory assessnent is not
required. For the applicability of the Regulatory Flexibility
Act (5 U S.C. chapter 6) refer to the Special Analyses section
of the preanble of the cross-reference notice of proposed
rul emaki ng published in the Proposed Rules section in this issue
of the Federal Register. Pursuant to section 7805(f) of the
I nternal Revenue Code, these regulations will be submtted to
t he Chief Counsel for Advocacy of the Small Busi ness
Adm nistration for comrent on their inpact on small business.
Drafting Information

The principal author of these regulations is Donnell M
Rini - Swyers, Ofice of Associate Chief Counsel (Procedure and
Adni ni stration).
Li st of Subjects

26 CFR Part 1

| ncone taxes, Reporting and recordkeepi ng requirenents.

26 CFR Part 602

Reporting and Recor dkeepi ng requirenents.

Amendnents to the Regul ations
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Accordingly, 26 CFR parts 1 and 602 are anended as foll ows:
PART 1--1NCOVE TAXES

Paragraph 1. The authority citation for part 1 continues
to read, in part, as follows:

Authority: 26 U S. C. 7805 * * *

Par. 2. Section 1.6050L-2T is added to read as foll ows:

81. 6050L- 2T Information returns by donees relating to qualified

intellectual property contributions (tenporary).

(a)ln general. Each donee organi zation described in section

170(c), except a private foundation (as defined in section
509(a)), other than a private foundation described in section
170(b) (1) (E), that receives or accrues net income during a

t axabl e year fromany qualified intellectual property
contribution (as defined in section 170(nm)(8)) nust make an
annual information return on the formprescribed by the Internal
Revenue Service. The information return is required for any

t axabl e year of the donee that includes any portion of the 10-
year period beginning on the date of the contribution, but not
for taxabl e years beginning after the expiration of the |egal
life of the qualified intellectual property.

(b) Information required to be provided on return. The

information return required by section 6050L and paragraph (a)
of this section shall include the foll ow ng--

(1) The nane, address, taxable year, and enpl oyer
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i dentification nunber of the donee neking the infornation
return;

(2) The nane, address, and taxpayer identification nunber
of the donor;

(3) A description of the qualified intellectual property in
sufficient detail to identify the qualified intellectua
property received by such donee;

(4) The date of the contribution to the donee;

(5) The anobunt of net incone of the donee for the taxable
year that is properly allocable to the qualified intellectua
property (determ ned without regard to paragraph (10)(B) of
section 170(m and with the nodifications described in
par agraphs (5) and (6) of such section); and

(6) Such other information as may be specified by the form
or its instructions.

(c) Special rule--statenent to be furnished to donors--(1)

In general. Every donee making an information return under

section 6050L and this section with respect to a qualified
intellectual property contribution shall furnish a copy of the
information return to the donor of the property. The information
return required by section 6050L and this section shall be

furni shed to the donor on or before the date the donee is
required to file the return with the Internal Revenue Service.

(2) Before a formis prescribed by the Internal Revenue
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Service. Before a formis prescribed by the Internal Revenue
Service, every donee required to make an information return
under section 6050L and this section with respect to qualified
intell ectual property contributions shall furnish, in |lieu of
the prescribed form a statenent to the donor that includes al

i nformati on required by paragraphs (b)(1) through (b)(5) of this
section. This statenment shall be furnished to the donor on or
before the date the donee woul d have been required to file the
return with the Internal Revenue Service under paragraph
(d)(2)(i) of this section had a form been prescri bed.

(3) Donee taxable years ending prior to or on the date of

i ssuance of regulations. |If the donee’ s taxable year to which

net inconme fromthe qualified intellectual property is properly
al l ocabl e ends prior to or on May 23, 2005, the donee shal
furnish the information required under section 6050L and this
section to the donor on or before August 22, 2005.

(d) Place and tine for filing information return--(1) Pl ace

for filing. The information return required by section 6050L and

this section shall be filed with the Internal Revenue Service
| ocation listed on the prescribed formor in its instructions.

(2) Tinme for filing— (i) In general. A donee is

required to file the return required by section 6050L and this
section on or before the last day of the first full nonth

follow ng the close of the donee’ s taxable year to which net



-10-

income fromthe qualified intellectual property is properly
al I ocabl e.

(i1) Before a formis prescribed by the Interna

Revenue Service. If the information return required by section

6050L and this section is required to be filed before a formis
prescri bed by the Internal Revenue Service, then an information
return for such taxable year shall be filed on or before the
| ast day of the second full nonth follow ng the rel ease of such
prescribed formby the Internal Revenue Servi ce.

(e) Penalties. For penalties for failure to conply with the
requi rements of this section, see sections 6721 through 6724.

(f) Effective date. The rules of this section apply to

qualified intellectual property contributions made after June 3,
2004.
PART 602- - OvB CONTRCL NUMBERS UNDER THE PAPERWORK REDUCTI ON ACT
Par. 8. The authority citation for part 602 continues to
read as foll ows:
Authority: 26 U S.C. 7805 * * *
Par. 9. In 8602.101, paragraph (b) is amended by addi ng an
entry to the table in nunerical order to read as foll ows:

8602. 101 OMB Control nunbers.

* % * * *
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CFR part or section where Current OVB
identified and descri bed Control No.

* * * * *

1. 6050L- 2T. 1545- 1932

*x * * * *

Deputy Conmmi ssi oner

Approved: My 16, 2005

/s/ Mark E. Natthews

/s/ Eric Sol onpbn

for Services and Enforcenent.

Acting Deputy Assistant Secretary of the Treasury.



